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BORROWING POWERS OF CORPORATIONS. 



IT is necessary in considering this question to ask first of 
all, if the statements as to the growing indebtedness of 
municipal corporations are actually founded upon fact? I shall 
probably surprise the meeting at the onset by asserting that 
the data upon which many statistical tables have been founded 
are entirely misleading, and that the inferences are conse- 
quently wrong. As an example : in the Paper on c The Cost 
of English Local Government,' read by Captain Craigie, before 
the Statistical Society in London, in June, 1877, the following 
table, showing the local expenditure of large towns, is given : — 



Places . 


Population 
1871 


Rateable 
Value, 1875 


Total 
Expenditure 


Rate of 

Expenditure 

per head 


Total debt 
of foregoing 
Authorities 


Metropolis 

Liverpool 

Manchester 

Birmingham 

Leeds 

Total 


3,254,000 
493,000 
351,000 
344,000 
250,000 


£ 

21,088,000 

2,940,000 

1,972,000 

1,284,000 

919,000 


£ 

9,071,000 

1,494,000 

1,823,000 

592,000 

957,000 


£ 8. d. 

2 15 9 

3 7 
5 4 
1 14 5 
3 15 3 


£ 
22.688,000 
4,455,000 
4,648,000 
1,067,000 
3,456,000 


4,701,000 


28,203,000 


13,958,000 


3 


36,314,000 



Captain Craigie's comment on this table, page 278, vol. xi. 
of the Society's Statistical Transactions, is: 'In Table V., I 
have tried to show, even in the five largest towns of England, 
how great a divergence of the apparent cost of local government 
is thus effected. Thus while the population of the Metropolis 
would appear to be governed at a cost somewhat under 3/. 
a-head, in Birmingham no more than 1/. 14$. 5</. per head 
appears to be expended, while in Manchester, where the cor- 
poration undertakes varied functions, the charge runs up to 
51 4s. per head.' 
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4 Borrowing Powers of Corporations. 

Now anyone understanding the financial position of the 
city of Manchester knows that Captain Craigie's figures are 
entirely opposed to the actual facts. The rate of expenditure 
per head, instead of being three times greater, is less in Man- 
chester than in Birmingham. Naturally anyone will wonder 
how such an enormous blunder can have been made. The 
fault does not rest with Captain Craigie — though he might 
have made an inquiry before making such a statement — but it 
rests with the blue books on which the statement was founded. 
The explanation is simple enough, and rather absurd to a 
financier. Captain Craigie confused capital and revenue, and 
placed in the * expenditure ' of the year the capital of the loans 
repaid within that year. 

That is only one instance out of many which might be 
adduced in proof of the misleading system of blue book 
publication. 

The indebtedness of a corporation should not be measured 
by the rate per head of population, for that cannot possibly 
represent the facts. For instance, the debt of Manchester 
is on water works and gas account alone more than one moiety 
of the whole debt of the corporation, whilst the action of those 
departments extends far beyond the limits of the municipal 
borough ; and, in fact, both departments look for a consider- 
able portion of their profits from consumers outside the 
limits. 

It is obvious again that the same argument and principle 
applies to the calculation of the debt according to the rateable 
value of the boroughs. These arguments do not touch local 
boards, for they cannot extend their jurisdiction. Their action 
is limited within a defined area, but a municipal corporation 
which has the power of supplying gas and water is not limited, 
except by the local Act which enables them to sell; and as most 
enterprising corporations apply for amended powers, as neces- 
sity and demand may arise amongst their neighbours, the area 
is practically unlimited. Moreover, when that area, in con 
sequence of growing demands — the pushing out, as it were, 
of the population of a borough to the suburbs — exterds, it is 
obvious that an increase of capital expenditure is required for 
new works, and this becomes part of the debt of the borough, 
and so the debt becomes apparently heavier, whilst it is in fact 
a remunerative investment. All these considerations tend to 
show that the soundness of a borough's financial position can- 
not possibly be proved by merely dividing the total debt by 
either the rateable value or the population. The value of the 
works of a reproductive character must be taken into account. 
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Take the case of Manchester as an example. The corpora- 
tion has a debt of 4,644,477/., but its assets in the shape of real 
property are far greater than this amount. 

The value of 'the water works may be taken at three and 
a-half millions, the gas works are worth at least two and a-half 
millions, and the improvement properties and the manorial 
rights count for at least another million ; so that there are 
assets in the shape of real property — properties which would 
readily command by purchase at least seven millions — against 
a debt of 4,644,477/. 

If the soundness of the economic principles which govern 
the Manchester corporation is questioned, and it be said that 
there is no provision for depreciation of works, I may add that 
before arriving at this net result of the year's working there 
was set aside out of revenue account the sum of 25,194/. for 
depreciation of works. 

The fact is the gas profits of Manchester would, if so 
applied, extinguish the whole debt of the city in thirty or forty 
years. If it is said these profits might have been for to 
exceptional year and that they will not last, my answer is that 
they have gradually increased for the last thirty years, not- 
withstanding several reductions in the price of gas, and, as a 
proof, I may give the amounts handed over to the Improve- 
ment Department during the last ten years. The following 
are the amounts paid over during the last ten years: 1869, 
25,884/.; 1870, 27,821/.; 1871, 28,020/.; 1872, 30,205/.; 
1873, 33,242/.; 1874, 29,809/.; 1875, 35,257/.; 1876, 
39,410/.; 1877,42,133/.; 1878,51,996/. 

There is no improvement rate in the city of Manchester, 
the cost of street improvement being defrayed out of the gas 
profits, and the amount so expended during the last thirty 
years has been upwards of a million pounds. 

With regard to the growing indebtedness of local authori- 
ties, about which so much that is alarming has been written, I 
may say frankly that the actual figures are greater than in any 
analysis of the Local Taxation Returns I have yet seen 
published. But then, as Dr. Farr wisely observed, ' it is a 
question well worthy of attention, not only what has been 
spent but what has been obtained in return for the expendi- 
ture,' and that important consideration, on which depends the 
whole merits of the question, has, it appears to me, been 
entirely overlooked. For instance, the increase of indebted- 
ness in the borough of Birmingham has between 1861 and 
1877 been nearly 800 per cent., whilst the Hull corporation 
has increased its debt within the same period 900 per cent 
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fl Borrowing Power* of Corporations. 

But then Birmingham has purchased the rights and properties 
of the gas and -water companies in the borough, whilst Hull 
does cot show what expenditure of a reproductive character 
has been incurred within the period named to account for the 
enormous increase of debt. 

In a paper compiled from official and undoubted data which 
I recently submitted to the Manchester Statistical Society I 
showed, selecting twenty of the largest cities and boroughs of 
the United Kingdom, that the average increase per cent in the 
population between 1861 and the middle of 1877 was 29 ; that 
the average increase per cent, in the rateable value was 76; 
and the average increase per cent, in the indebtedness 180. The 
Saturday Review kindly noticing this paper said, ' We require 
to know for what purpose they ' (the boroughs referred to) 
* incurred the debts, and what they have now to show for them. 
The writer of the paper which has supplied us with these 
figures does not attempt to give this information for the twenty 
cities and boroughs whose finances he has analysed. There 
exist, in fact, no published data from which it can be obtained, 
and to collect them for oneself would be a task of great 
labour.' 

I now select ten of the more important places, with s view 
of showing some of the causes of the increase of indebtedness, 
and how far such increase has been affected by expend . re on 
works of a reproductive nature. 



Comparative Statement of tee Population, '.Rateable Value, and 
Local Indebtedness op thb Undermentioned Boroughs and Cities, 
showing the Increase pes cent, under each heading within 
the past Sixteen Years. 
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By John Goodier* 



EXPLANATIONS OF THE CAUSE OP INCREASE OP 

INDEBTEDNESS. 

No. 1. Bolton. — Expended on gas works, 454,970/.; 
water works, 417,860/. ; markets, 5,500/. ; street improve- 
ments, 125,000/. Total, 1,003,330/. 

No. 2. Wolverhampton. — Includes purchase of sewage 
works, Town Hall buildings, public baths* &c. 

No. 3. Birmingham. — Includes purchase of gas and 
water undertakings, and a portion of improvement scheme 
under Artisans Dwellings Act. 

No. 4. Nottingham.—- The large increase is due to exten- 
sive improvements having been made since 1861. 

No. 5. Manchester. — Of the increased debt nearly a mil- 
lion is due to the extension of the water works, and this was 
necessitated by the demands of the districts whose populations 
look to Manchester for their water-supply, and whose wants, 1 
as private consumers, the corporation of this city are compelled 
to meet. It is clear, therefore, that if the borough of Man- 
chester had an area as large as that of Birmingham, and that 
if it included the adjoining townships of Moss Side, Rusholme, 
Withington, Levenshulme, Newton Heath, and Gorton— -dis- 
tricts really part of the City of Manchester, and necessarily po- 
pulous owing to the circumscribed area of the borough and the 
demand for warehouse accommodation within it — the increase 
of the rateable value would be much greater than the increase 
of indebtedness. All these townships, again, use the new 
Town Hall — the cost of which is another item in the last * 
named increase — for business purposes connected with the gas 
and water works. It is, consequently, clear that no just 
comparison can be made unless it is accompanied with the 
capitalised value of the remunerative works. Hence it is an 
error of statists — into which even Messrs. Rathbone and Whit- 
bread have fallen — to measure the indebtedness of a borough 
by its rateable value. The fact is, excluding the strictly 
remunerative works, the debt of the Manchester corporation, 
including! the debt for the new Town Hall, is only 852,000/., 
and it is no exaggeration to say that the financial transactions 
of the Manchester corporation are not surpassed, even if they 
are equalled, by any other borough in the United Kingdom. 

No. 6. Bradford. — Expended on gas works, 341,571/.; 
water works, 1,461,454/.-; cemetery, 12,000/.; baths, 7,700/. ; 
street improvements, 674,617/.; markets, 150,383/. Total, 
2,647,725/. 

No. 7. Leeds. —Expended on gas works, 895,959/.; 
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water works, 980,100/.; improvement (markets), 145,538/. 
Total, 2,021,597/. 

No. 8. Hull. — Expended on water works, 117,937/. No 
explanation given of rest. 

No. 9. Edinburgh. — Increased debt due to improvement 
of piarkets and slaughter-houses. 

No. 10. Liverpool. — It will be seen that this borough 
had a large debt already in 1861. As is well known, the 
corporation possesses real property to a large extent, and the 
debt has not been greatly increased of late years. 

The table shows that whilst the rateable value of Bir- 
mingham has increased 59 per cent., the increase of indebted- 
ness is 766 per cent, within the same period* The rateable 
value of Hull increased 126 per cent, but the increased debt is 
885 per cent Bolton, Wolverhampton, Leeds, and Nottingham 
have each an increase of indebtedness of upwards of 400 per 
cent, whilst Manchester, as already* stated, is only 125 per 
cent, notwithstanding its large assets. 

The table furnishes other contrasts for reflection. The 
value of the assets of each corporation, so far as this repro- 
ductive expenditure is concerned, must be measured by the 
date of the purchases of such undertakings as gas and water 
works. The Manchester gas works, for instance, were estab- 
lished by the. ratepayers in 1824, and the Manchester water 
works and the manorial rights were purchased thirty years 
ago, whilst the Birmingham purchases have only recently been 
made, and the companies of course took care to obtain the full 
market value. The value of such works at Birmingham or 
wherever else they have been recently purchased may there- 
fore be assumed at the price given, but in Manchester they 
have been so' improved and extended in the course of long 
possession, that the original cost bears only a small proportion 
to their present value. And on this point I may note — what 
is not the case with other corporations — that the Manchester 
corporation not only owns the gas and water works and the 
manorial rights, but it is also the Burial Board authority for 
the city, and it has recently acquired by purchase the public 
baths and wash-houses. The large expenditure incurred by 
the Health Committee in improving the sanitary condition of 
the city is well known, and this expenditure with all others 
except the gas and water are included in one rate — the borough 
rate. 

Could anything be more financially absurd than the state- 
ment that * the aggregate indebtedness of the Metropolis for 
sanitary and municipal purposes ' is thirteen millions, and then 
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to contrast that debt with manifest disadvantage to the credit 
of municipal corporations, with some of the richer boroughs 
which possess gas and water works, without taking into ac- 
count the assets in reproductive expenditure? To say nothing 
of the omission of the City of London debt — five millions odd — 
what contrast could justly be made under present circum- 
stances ? To make one at all reasonable and fair, should be 
added to the metropolitan debt (eighteen millions) the market 
value by purchase of the London gas and water companies 
— say thirty millions at least — and then there would be not 
only a greater debt than Manchester in proportion to the rate- 
able value and minus the old riches and accumulation of capital 
for thirty years, but also — very inferior gas and water ; and 
a great deal more money would have to be spent to make either 
as good as in the northern city. 

LEGISLATION AND OFFICIAL AUDIT. 

If it is supposed there is any alarming increase of indebted- 
ness and that a Government Audit is proposed I venture to 
ask : — What could be better than the present system as regards 
municipal corporations if it were faithfully worked out ? The 
Municipal Corporations Acts provide that two auditors shall be 
appointed annually by the ratepayers, and one by the mayor 
to examine and audit the borough accounts. All these three 
gentlemen in Manchester — and I presume it is so in other 
towns — are, and have been, men of position and character and 
unsullied integrity — men who would not lend themselves to a 
' job ' for any consideration whatever, and they are at all events 
men who by training and commercial pursuits are skilled in 
finance. 

There is already Government auditorship in local boards, 
boards of guardians, &c, and what is the result? Surcharges, 
endless correspondence, remonstrances, replies, explanations, 
waste of public time and public money according to the idio- 
syncrasy of the inspector, till it culminates in a final letter 
that the Local Government Board have thought fit to * remit 
the surcharges ' — that is, in other words, that a permanent 
official sitting at his desk in Whitehall is tired of the subject — 
that he has vindicated his office, and does not want to be 
bothered any more, .and that he advises his superiors ac- 
cordingly I What does the permanent official know or what 
can he know of the various reasons for any particular ex- 
penditure? Who has to pay? The ratepayer! What are 
the councillors elected for but to represent him and to con- 
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trol the expenditure? All that the ratepayer wants is to" 
have a full published statement of accounts, to know how 
particular members view the questions brought before them as 
they learn from the local newspapers, and to decide upon 
his judgment at the next election. The ratepayers have a a 
right, under the Municipal Corporations Acts, to examine at all 
reasonable times the books of a corporation, and they have a 
right to and can demand to be supplied with, under the same 
Acts, a copy of the accounts of the treasurer of the borough at 
a fair and reasonable price. 

The Report -of the Local Government Board (1876-77) 
illustrates and in my opinion justifies what I have just written : 
f During 1876 the Board received no less than 1,003 appeals 
against decisions of auditors ; in thirty -nine cases the auditors' 
surcharge was confirmed without remission ; in 850 cases the 
surcharge was confirmed and remission granted ; in eighty-six 
cases the surcharge was reversed; in twenty-four cases the 
disallowance or surcharge was discharged ; and in four cases 
the auditors' certificate was in effect null and void.' 

When Government auditorship is proposed one may well 
ask, Cut bono? How came it that a Lancashire local board 
exceeded its borrowing power 200 per cent. ! What was the 
value of the audit, and what protection to the investor is given ? 
The fact that local boards have to pay in all cases a higher 
rate of interest than municipal corporations is evidence enough 
of the feeling entertained by business men. I do not attempt 
to deny that in some cases the published accounts of boroughs 
might be improved, but the Government has a right by exist- 
ing Acts to demand that such returns shall be made in such 
form as it thinks proper. The accounts of a municipal 
borough should be, as is the case in Manchester, published in 
one volume annually, to whatever the date of the several 
departmental accounts of the borough are made up, and this 
annual statement should comprise a summary of the receipts 
and expenditure within the financial year on all accounts. 
That is the law, and every ratepayer is entitled to demand 
a copy of the accounts ' at a fair and reasonable price.' 

[Representations made on behalf of the Corporation of 
Manchester satisfied the Chancellor of the Exchequer on the 
introduction of the Local Loans Act, 1875, that the Bill as 
introduced had been framed without due consideration of the 
practice and requirements of the larger corporations, such as 
those of Manchester, Liverpool, Birmingham, Leeds, Bradford, 
and others, in regard to their financial transactions, and that 
its passing would not only involve such corporations in greater m 
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expense in the keeping of their books, and unduly harass and 
restrict them in their financial operations, but would also drive 
away from corporations the present class of investors, raise the 
average rate of interest to be paid, and thus entail as the con- 
sequence an actual increase of local taxation. 

It only remains to write the epitaph upon the Local Au- 
thorities Loans Act of 1875 as passed, for it is already a dead 
letter. The only corporation of any consequence which uses 
it is Hull — but we have heard enough of their financial 
management. It is true Leeds did adopt it, but it is equally 
true that the corporation of that borough have obtained a 
private local Act, embodying the principles and imitating the 
Manchester Corporation Consolidated Stock. 

I suggest that as the Chancellor of the Exchequer is 
the Finance Minister for Imperial taxation, so there ought 
to be a Minister of Local Finance. The Local Government 
Board is already over-burdened, and should be left to deal with 
remedial measures, such as rivers pollution Acts, the cattle 
plague, the incidents of poor law and pauperism, sanitary 
regulations, public health, and other measures conducive to 
the comfort and welfare of the people. 

Municipal corporations adopt, as a rule, the principle of 
borrowing money for terms of years on mortgage of the borough 
rate, but the practice, though convenient in some respects, is 
inconvenient in others. The Manchester Corporation adopted, 
in 1872, the Debenture Stock principle, which is really a 
consolidation of mortgage securities. Other corporations, — for 
instance, Leeds, Birmingham, Bradford, and Wigan, — have 
followed the example thus set. An explanation of the Stock 
principle is appended to the present Paper. The Metropolitan 
Board of Works has recently obtained an Act authorising the 
issue of a form of local exchequer bills, but there are grave 
doubts as to the financial soundness of such a policy. The 
great objection to borrowing for terms of years, say three, five, 
seven — the usual terms — is that if any considerable loans fall 
due when the money market is unfavourable, an increased rate 
of interest has to be given for reborrowing or renewing. These 
objections are removed by consolidating the mortgages on 
opportune occasions. It is a fact, and one amply demonstrating 
the confidence placed in municipal authorities, that a high 
bank rate does not cause a corresponding increase in the rate 
of interest required to be given by corporations. The re- 
sult is rather the other way, and the fact must be accounted 
for by the sense of security investors have in times of financial 
panic in established institutions. The fact applies from my 
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own observation and information generally to all well-estab- 
lished municipal corporations. 

Having, as I hope, proved, so far as regards municipal cor- 
porations, that the increase of indebtedness is due almost entirely 
to works of a reproductive character, we have now to consider 
the general borrowing powers of local corporations. 

Municipal corporations, as a rule, exercise their borrowing 
powers under special local Acts, except on sanitary works, 
and the Bills when brought before Parliament are subject to 
a strict and rigorous supervision. The Parliamentary Com- 
mittee requires to be satisfied of the expediency of the pro- 
posed enactments, and any proposition for an increase of 
borrowing power has to pass the scrutiny of a tribunal per- 
haps the ablest and most impartial that could be devised. 

Local boards, on the other hand, must adopt the provisions 
of the Public Health Act, 1875, the principal of which are 
233 and 234. 

By the Act the limit of borrowing powers for sanitary 
works is twice the amount of the rateable value for one year. 
In ordinary works — such as drainage — no doubt this is a reason- 
able limit, but in the purchase of reproductive works, as gas 
and water, it would be quite inadequate, and in such cases the 
value of the proposed undertaking ought to be taken into con- 
sideration without regard to the rateable value of the district. 

There should again be some fixed rule as to time of re- 
payment. Sixty years is right enough in great undertakings 
such as a grand and comprehensive water scheme, but it 
would be too long a time for an ordinary scheme of drainage 
in a rural district. 

No one can dispute that the gentlemen representing the 
Local Government Board are most zealous and painstaking in 
their inquiries, but they are frequently baffled by want of local 
knowledge and the rival politicians on the board itself when in- 
quiring into any proposed plan. One section of a board — I 
write irom actual knowledge of districts near Manchester — 
will seek power to have a loan for private improvements, whilst 
another section of the same board will throw every obstacle in 
the way of such a proposition. It then becomes a question : 
Shall the local board borrow money for purposes that are 
called ' private improvements ' — the paving and sewering of 
new streets and passages — and allow the apportionments 
charged upon the owners of property to be repaid by easy in- , 
stalments ? or shall the board, in the exercise of an arbitrary 
power, proceed to do the work after due notice, and insist upon 
immediate payment of the apportionments from the owners of 
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property interested? Shall, also, the principle be followed by 
charging public improvements out of the current rate, or shall 
the expenses be spread over a number of years ? 

I deprecate any interference with local boards which insist 
upon due compliance with sanitary requirements ; but submit 
that an owner ought not to be called upon to pay immediately 
the whole of the expenses of an improvement which is calcu- 
lated to last a generation* At the present time, when the 
bank rate is very high and money is scarce, it is a sheer injus- 
tice to order street improvements and compel payment in a 
lump sum. By allowing property owners to repay, say in ten 
years by instalments with compound interest, you secure not 
only the willing co-operation of the owners, but you satisfy the 
strict requirements of justice. The saving tradesman is thus 
enabled to meet the current claims upon him, whilst the 
capitalist is enabled, if he think fit, to extinguish his liability 
at once. The same argument applies to the payment of public 
improvements by the present ratepayers as against a fair divi- 
sion of the. cost over a series of years. 

I am no advocate of centralisation. I think the powers of 
the Local Government Board are far too extensive, and that it 
meddles and attempts to rule matters not within its legitimate 
domain, but there is no question that it is an excellent buffer 
between owners and provincial local boards on the one hand, 
and occupant ratepayers on the other, and that it might wisely 
use its octopus powers by inquiring into the general acts of 
the boards acting under its direction. From whatever cause 
— though, no doubt, the cause really is the absurd and univer- 
sally condemned system of election — ratepayers generally take 
little interest in local boards, and it is scarcely to be wondered 
at, considering the results. The boards should have a more 
independent action — have, in short, liberty to move and exer- 
cise their judgment within legitimate control. At present 
they are too restricted and narrow. The restriction also as 
to the investment of the sinking fund is most injurious. 
Why should a local board be compelled to invest in securi- 
ties bearing only 3 per cent, when trustees are empowered to 
invest in East India Stock, and the Court of Chancery has, on 
several occasions, authorised trustees to invest in the Manchester 
Corporation Stock bearing interest at 4 per cent.? Local 
boards are swathed and bound too much by red tape. 

The question also as to a sinking fund opens up a rational 
inquiry into the financial prudence and justice of the sinking 
fund theory. Suppose a local board contracts a debt of 
20,000/. for private improvements with the approval of the 
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Central Board, and that the repayment is fixed in twenty 
annual instalments of 1,000/. each. Well, suppose — and the 
case is quite frequent — the market is favourable. Bankers 
and prudent business men will not lend upon such terms 
except at an increased rate of interest, for how can they use 
the annual instalments as they become due. On the other 
hand the Board might against 4} per cent, in the first case 
borrow the whole 20,000/., repayable at the expiration of 
twenty years in one lump at 4£ per cent., but then by the 
Government rules they are compelled to set aside 1,000/. a 
year in 3 per cents., so that the actual loss of interest is greater, 
and by consequence an increased burden is entailed upon the 
ratepayer in the shape of taxation for the current year. The 
remedy is simple enough : Let the local board borrow for 5,10, 
15, or 20 years in sums of 5,000/. each, and arrange its own 
banking transactions, or let it invest the annual sum accord- 
ing to its judgment. If its judgment is worth nothing it is of 
no use as a board. Depend upon it, however, the ratepayers 
would see that its judgment was worth something, ana they 
would take more interest in its action if the board had more 
liberty of thought and action. Then again — and this I venture 
to forcibly impress because the investor's interest has to be 
considered — notwithstanding all these apparent safeguards there 
is no security under the present system, and the bonds of a local 
board which has exceeded its borrowing powers are, so far as 
that excess is concerned, legally valueless. This you will agree 
should not be. 

I now venture to make one or two suggestions. 

Local corporations — and more particularly municipal cor- 
porations — have, I think, a right to ask as far as possible the 
assistance of the Government in their monetary operations, and 
especially when great sanitary works intended for the benefit 
of the people are undertaken. It is a question indeed, con- 
sidering how intimately the system of local government is 
identified with the laws and customs of the country, whether 
municipal corporations would not be justified in asking the 
Government to guarantee loans for great public works which 
have obtained Parliamentary sanction. Apart from that view 
the Pall Mall Gazette has shown how the Government could 
assist corporations whilst benefiting themselves. In an able 
leading article of that paper on April 30, 1874, headed ' The 
Bankruptcy of the Savings Bank,' it was shown that the 
deficiency on the receipts from the trustees of the old savings 
banks and certain friendly societies in the hands of the 
National Debt Commissioners was 4,382,000/., and that this loss 
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was due to the fact of the Commissioners investing in certain 
approved securities, and receiving interest at a lower rate than 
that they paid, and it was pointed out that if amounts were 
transferred from the Three per Cents, to some first-class deben- 
tures or India Stock a gain, instead of a loss, would accrue. 
In the return recently published, the amount owing by the 
Commissioners is said to be 44,618,155/., whilst the deficiency 
is only 3,120,219/* In other words, the debt has increased 
and the deficiency is reduced. Turning to the Parliamentary 
Return (No. 61, 1878) it will be found that the deficiency is 
arrived at by calculating the value of the securities at the 
market price of the day — November 20, 1877 — and thus the 
3/. per Cent. Consols are valued at 96£, and of course the other 
securities on equally favourable terms. 

The total amount in the hands of the Commissioners 
amounts to forty-four millions — say, one-third of the debt of 
all the municipal corporations in the United Kingdom. Why 
cannot the Commissioners distribute this amount to the several 
corporations on loan at 3£ per cent., or even at 3| or 4 per 
cent, and on such terms and conditions as will enable them to 
meet any sudden call, and thus (1st) avoid the annual loss, 
which is said to be nearly 125,000/. per annum, (2nd) encourage 
in a sound financial manner loans to local authorities for public 
purposes, and (3rd) enable the savings banks to raise the rate of 
interest on deposits over a given amount, say 50/. or 100/., and 
issue debentures for terms of years at 3£ per cent, on Government 
security ? This would give the holder a direct interest in the 
Government or national securities, and make him in the posi- 
tion of the holders of French rentes. It is easy to see that 
besides a powerful encouragement to investment in the thrifty 
and non-speculative section of the really working classes — 
domestic servants, farm labourers, members of benefit societies, 
and others who usually invest in trustee savings banks — such 
a plan would tend in no little degree to the political education 
of those classes, inasmuch as it would give them a direct and 
personal interest in the Government. 

Of course if any large amount were placed on the market 
at once, the value of the Government securities would be 
materially affected, and it is only suggested that the course 
might be gradually adopted, and, to begin with, that the 
annual amount next set aside should be so applied. It is easy 
to see that the result would be an increase at once in the 
annual interest. 

With regard to the Blue Books, it is at once apparent that 
the present system is very imperfect. The loans received and 
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repaid, for instance, should never be confused with the cur- 
rent accounts of the year. It should be clearly shown by a 
summary what is .owing by every municipal corporation and 
by each borrowing authority. This is not so, and hence the 
confusion amongst writers upon the subject. The Blue Books 
should be revised and printed upon an entirely different 
system. 

In conclusion, I may say that ' the economic principles 
which should regulate the borrowing powers of local corpora- 
tions ' are discretion, sound judgment, aud integrity. These 
principles, I unhesitatingly assert, will be found in the actions of 
all the great municipal corporations, and the local boards only 
require to be cut free from their swaddling clothes to be placed 
in time in a like position. 
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